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THE THEORY OF COLLECTIVE BARGAINING. 

J. B. CLARK. 

Are trade unions a proper part of an industrial system 
based on freedom and competition? Do they perfect 
such a system or vitiate it? This is the most important 
question we can ask concerning them, and the answer 
depends on the effect they have on the general rate of 
wages. We may regard it as an accepted fact that there 
is a standard to which wages tend to conform, and that 
this standard is in some way based on the productive 
power of labor. At any one time an absolutely perfect 
static adjustment would give men as wages whatever the 
product imputable to their labor is worth. Do unions 
help to bring the pay of laborers generally nearer to that 
standard ? This is the question to be answered. 

Monopolies on the side of capital are obviously a per- 
verting influence, the effect of which extends throughout 
the labor market. They force some men out of their 
natural fields of labor, congest other fields and cause the 
so-called "marginal increment" of social labor to pro- 
duce less and get less than it should. It is almost equally 
apparent that, in so far as the general body of workmen 
is concerned, monopoly on the side of labor has the same 
effect. If trade unions should fence their fields about 
and keep out all rival workmen, they would cause a 
similar overcrowding of those other fields of employment 
to which the excluded men would have to go. This 
would push downward the margin of employment into 
less fertile fields and reduce the product to which the 
pay of general labor tends to conform. Its effect would 
differ from that of monopoly on the side of capital only 
in the fact that a favored class of laborers would get the 
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benefit of the policy. This class would create a monopo- 
listic gain and absorb it for itself, while all other laborers 
would pay tribute. 

Monopoly of every kind is a perverting influence, and 
if collective bargaining, in order to be successful, has to 
resort to it, it may be pronounced abnormal without fur- 
ther discussion. Our main inquiry would then be an- 
swered at once in the negative. In this discussion, as in 
others, I am careful to characterize as normal only that 
which is in harmony with the fundamental tendencies of 
a competitive system. The question which merits discus- 
sion is whether a union of labor which makes no attempt 
whatever to gain a monopoly of its field can materially 
help men to get as much as the true standard of wages 
requires. By possessing a good field of employment and 
driving others out, a few men can get more than this and 
force others to take less. The problem is whether non- 
exclusive unions would help labor generally to get what 
natural law calls for. 

A monopoly on the side of labor requires both closed 
shops and what we may call closed unions. It does not 
exist where any man, whether in the union or not, is 
permitted freely to work at his trade under any em- 
ployer, and neither does it exist even under the regime 
of closed shops, provided there is nothing whatever to 
hinder the man from joining a union. It is where he 
cannot work without joining the union and cannot join 
it except under hard conditions that he suffers from the 
presence of a true monopoly. The question before us 
assumes that these two conditions do not exist. Our 
study has to do with unions which may have become large 
and powerful, but have made easy conditions of member- 
ship. Under such circumstances, how much power have 
they to raise the pay of members, above what it would 
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otherwise be, and how does their action affect other work- 
men? Can they remove any important cause of depression 
and cause wages generally to approximate their natural 
level ? This is asking whether unions, as now constituted, 
can afford to surrender the use of force in guarding their 
fields against rival claimants. Will they fail to attain their 
purpose if they quit "slugging"? Of course, this practice 
injures the workmen against whom it is employed, and, if 
it is successful, may benefit those who employ it. It is 
well to know whether the abandonment of all criminal 
practices would leave union men helpless and subject them 
to an exploitation by employers. The answer to this ques- 
tion will tell us where the mere enforcement of criminal 
law would leave unionism. 

The strike, sometimes resorted to and at other times 
held as a possibility, is an indispensable part of collective 
bargaining. To many minds it is a foregone conclusion that 
strikes are comparatively impotent without violence. Just 
as laborers, taken one by one, may be forced by their 
necessities to accept low pay, so a considerable union of 
men may be forced to take it if the employer is allowed 
freely to call in the services of other men. As the single 
worker may be kept out of employment until hunger 
compels him to take whatever he can get, so there is no 
reason why a body of men, if it be kept out of employ- 
ment long enough, may not be reduced to a similar sur- 
render. The union that is without the power to expel 
intruders from its field of labor appears to many persons 
to be at a hopeless strategic disadvantage. It needs a 
power of coercion, which amounts to the power of mo- 
nopoly, in order to protect its members from this fate. 
Without the power to dissuade would-be strike breakers 
by arguments of a material kind, a strike is conceived of 
as a test of endurance in which the employer is bound to 
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win. Men never can get on without pay as long as 
employers can get on without interest or profit. What is 
called "slugging" is, in some minds, legitimated in a 
quasi- fashion, as being an indispensable means of pre- 
venting an exploitation of labor. The natural course of a 
peaceful strike is thought of as including, first, the grad- 
ual filling of the strikers' places by men who have been 
idle long enough to be helpless, and, secondly, the holding 
of the strikers themselves long enough in idleness to 
starve them into a surrender. 

It may be said, at the outset, that fixing the pay of 
labor by a crude contest of endurance is without question 
abnormal. What pay-exhausted men will take is a ques- 
tion which never should figure in an adjustment of wages 
except as furnishing an unreachable minimum. It is not 
necessary that the refraining from violence should leave 
unions helpless. Peaceful collective bargaining should 
not and does not afford the dismal outlook of a choice 
between crime and failure. 

There are two extreme limits within which wages, as 
fixed by collective bargaining, should fall. Of these ex- 
tremes the lower is the one which necessitous men can 
be forced to take, and the upper is the utmost that em- 
ployers can concede without steadily trenching on capital. 
Somewhere between these limits lies the point at which 
collective bargaining should adjust wages; and the pro- 
cess should be without any immediate reference to the 
ultimate endurance of the parties. The employer should 
be impelled by his own interests to offer what men are 
impelled by their own interests to take before either party 
is near to the point of exhaustion. 

Adjustment by a fight to a finish is one thing; adjust- 
ment by a rational estimate by each party of his own 
gains and losses is another. Where it is easy to starve 
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men into a quick surrender the two methods merge into 
one, since the power to obtain a quick victory then enters 
directly into the employer's computation of his own in- 
terests. The adjustment is normal, however, only when 
the employer's assent to it is brought about by considera- 
tions which prevent him from resorting to his ultimate 
power of compulsion. This requires indeed a consid- 
erable staying power on the men's part; otherwise the 
pressure that should affect the employer cannot be brought 
to bear. The union treasuries, subsidies from affiliated 
unions, and the savings and the credit of the workers 
themselves should amount to enough, all told, to enable 
the men to remain for a certain time inactive, and thus 
to offer to the employer the alternative of conceding 
something to them or losing more by idleness. If the 
laborers can, even at much sacrifice, put the employer 
where it is better to start production on the terms they 
offer than to delay for the sake of better terms, a reason- 
able bargain may be made. 

Where monopoly figures on the employers' side, a 
change in the prices of the goods produced in this branch 
of industry becomes an element in the adjustment. Any 
long continued stoppage of work raises prices and throws 
on the purchasing public the cost of any advance made 
in the rate of wages. While this may facilitate an ulti- 
mate settlement, it may lead employers to prolong the 
period of idleness, and so give them, at last, the upper 
hand of the men. Men may gain when monopolistic em- 
ployers settle with them quickly and charge the cost to 
consumers; but by a long strike the employers may be 
the only gainers and are quite likely to be the chief ones. 
They may tolerate a strike or even foster it, sell off their 
accumulations of goods, ensure enhanced prices for them, 
and settle the strike at last when the workers' means are 
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exhausted and small concessions or none at all need to be 
made to them. On the other hand, with adequate staying 
power the men may extort some advance in pay, but it is 
unlikely to equal the gain which enhanced prices give to 
employers who have an exclusive possession of their field 
of production. 

The case here selected for study, however, is the one 
where neither employers nor workmen have a monopoly, 
and where, therefore, this process of taxing the public and 
sharing the proceeds is ruled out. The strike, we will say, 
is general in the industry and brings production to a stop. 
There may then be a transient rise in prices and this may 
slightly reduce the cost which the strike entails on the em- 
ployers ; but a permanent rise, which would play decisively 
into employers' hands, is not to be expected. Furthermore, 
this is a case in which the motives that sway the parties 
proceed from a cool calculation of interests and not from 
that kind of class consciousness which means belligerent 
feeling and a fight for its own sake. There is here no 
entanglement of trade unionism with the militant type 
of socialism. 
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In the figure, AD measures time in months, and the 
lines radiating from A indicate, by the increasing extent 
to which at different points they rise above the line AD, 
the growing aggregate losses which accrue as the strike 
proceeds. The vertical distance from 3 at the base of the 
figure to the line AB measures the total amount which 
labor has lost at the end of the third month. The part 
of AB which rises steadily above the base line shows what 
the employer loses from month to month from mere in- 
terruption of business ; and the corresponding part of AC 
shows, by its uniform rise, what the men lose, in wages, 
from the same cause. The sharp upward curves express 
further losses which are later incurred. At the beginning 
of the seventh month goods of the kind made in this 
industrial group begin to come into the market either 
from abroad or from new sources at home. At the end 
of the eighth month this loss of control of the business 
field begins to become a serious menace. As rivals freely 
enter their territory, the interest of the employers strongly 
impels them to make concessions to their men, and if, as 
the figure indicates, the employees can, without too great 
sacrifice, hold out until the end of the tenth month, their 
victory is assured. The enforced yielding point of the 
employer comes earlier than the enforced yielding point 
of the men, and his voluntary yielding point is interme- 
diate between o and 7, and is nearer to the one or the 
other according as the rate of pay demanded of him is 
reasonable or exorbitant. Whether the terms of settle- 
ment favor employers, favor the men, or are made on 
even terms, depends upon the extent of the pressure under 
which the two parties find themselves at the point of time 
when the settlement is made. 

This figure expresses a first approximation to the full 
facts of the case, since the losses described are those 



The Theory of Collective Bargaining 31 

which are measurable in money and, as an incentive to 
yielding, money losses themselves acquire increased effect- 
iveness in the later stages of the strike. The principle we 
are illustrating is not less apparent where this further 
consideration is taken into account. 

The timing of the concession which ends a strike is 
affected in the case of either party by the extent of the 
demand made by the other. A great concession can be 
extorted only by a great pressure, and this can usually be 
applied only in the latter period of a prolonged strike. 
When a grave injury would be brought upon themselves 
by further warfare, employers or employed can afford 
to pay a large price for peace. It takes an exceptional 
staying power on the men's side to extort this large con- 
cession from employers. As it continues, month after 
month, a strike takes on a more and more critical char- 
acter. If the two upward curves in the figure chance to 
occur nearly together — that is, if the pressure on both 
parties becomes severe at the same time — the stakes which 
they are playing for become startlingly high, and each 
party may stand to gain or lose so enormous an amount 
that the struggle may become desperate. The men may 
then carry to the bitter end the contest of crude endur- 
ance. They may hope to hold out till, in spite of their 
large demands, the employer's yielding point shall be 
reached. 

The yielding point of the employer comes late when the 
demand is exorbitant, and should come early when it is 
reasonable; and, when the wages asked for conform to 
the marginal productivity of social labor, the yielding 
should occur either in advance of a strike or in an early 
stage of it. In conditions which in a prosperous country 
usually prevail, there is small prospect that the employer 
can long enforce a much lower rate, nor can he secure it 
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even temporarily, except by a long and costly strike. 
Other employers will pay the rate that represents the 
marginal product of labor, and if the present employers 
of the men refuse to do so, the refusal will mean a loss 
of traffic with no offsetting gain. In the end they will 
have to pay this rate in order to hold the men whom they 
secure at a somewhat lower one. 

The favorable issue of a strike requires that the places 
vacated shall not, in fact, be filled by non-union men ; and, 
as we exclude the supposition that the strikers will forc- 
ibly prevent them from being thus filled, we must suppose 
that there are not enough available men outside of unions 
to fill them. The absence of an ample supply of compe- 
tent labor quickly obtainable is a condition of success. 
The supposed great force of capable men disciplined by 
hunger into submissiveness does not exist; and, with all 
the shortening of apprenticeships which modern ma- 
chinery has caused, it still takes some time to train men 
for artizans' work. Wholly unskilled labor would be 
wasteful, and, with a union embracing nearly all of the 
men at present trained for the crafts, employers cannot 
afford to incur much delay in trying to avoid paying 
wages that are normal and in a period of progress likely 
to be conceded by those employers whose operations are 
enlarging. 

Where labor unions are strong and widely extended, 
and where they are judicious in their demands, an antici- 
pation of the result of a strike usually brings the conces~ 
sion without the use of the last resort, the actual strike 
itself. The more effective strikes become potential rather 
than actual. A wide extension of the organization of 
labor, insight on the part of leaders, and a like insight 
on the side of employers should keep them in this latent 
state. With too large a part of the force of labor unor- 
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ganized, there is a real danger that there may be too many 
actual contests of endurance. The organization of labor, 
therefore, needs to become general in order that it may 
do its full work and do it in a lawful way. In its many 
branches it must include the bulk of all labor available to 
do work requiring skill. There must not be outside of 
the unions any source from which a very large force of 
trained workers can at once be drawn. 

It is time that we see how these principles work when 
industry is in a progressive state. In such a condition 
wages tend toward a level which is always above the 
existing marginal product of labor. Improved methods 
of production are constantly introduced, and this imparts 
to labor a potential productivity which always exceeds its 
actual productive power at the margin of employment. 
After a particular device has been utilized and the product 
created in one fortunate employer's shops has been raised 
above the average level, time is still required before the 
full effects of the improvement are ralized in the broader 
field of labor. When they are so it is found that all labor 
has made a gain. Its product and its reward have become 
larger ; but an interval of time has passed after the orig- 
inal introduction of the improved method before this 
diffusion of its fruits has taken place. Actual wages, 
during this interval, have been gradually climbing toward 
their new level ; but while they have been doing so, other 
improvements have occurred which have raised still fur- 
ther the potential productivity of labor, and wages climb 
on toward their further and still higher level. They are 
always lagging behind the standard set by their potential 
productive power ; but they are always rising above their 
actual returns in the more ill-equipped establishments. 
Each single improvement sets a standard, which in due 
time they will reach. It is more than, at the time of its 
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appearance, they are getting, but is less than the still 
higher rate which, by the time they attain the standard, 
further improvements will have made possible. 

This diffusion of benefits from specialized improve- 
ments requires: first, that all employers in the same 
branch of industry should ultimately adopt the appliance, 
or an equally good one; secondly, that the physical output 
of goods which this group makes should be increased; 
and, thirdly, that by a change in ratios of exchange the 
values of those products which other labor creates should 
rise. A specialized productive power is thus translated 
into an enhanced value imparted to the product of all 
labor, and ftirnishing a new standard of wages. When 
improvements come in quick sttccession, the standard 
rises rapidly; and, as the rise of the actual pay cannot 
instantly be quickened, the interval between the standard 
and the pay becomes wider. As the improvements accrue 
more slowly, the actual rate of pay draws nearer to the 
standard they create. 
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AF represents time in decades. The ascending line 
CD represents the standard of wages rising with unequal 
rapidity in different periods. The line BE represents the 
actual rate of pay pursuing the standard in its upper 
movement, although farther from it at the time of rapid 
rise than at other times. 

Under such circumstances, the evil to be dreaded is not 
a wide interval between wages and that norm which is 
set by the potential productivity of labor. It is an in- 
terval made broad not by the welcome and hopeful cause 
of such a quick rise in this standard of pay, but by dis- 
abilities on the part of laborers which prevent actual 
wages from pursuing the standard as closely as they 
should. In a time of rapid progress a large but law- 
abiding union of laborers may almost surely preclude this 
special evil and procure as close a conformity of wages 
to their rising standard as the interest of laborers re- 
quires. The progressive condition is one in which labor 
is in brisk demand at many points; and, although here 
and there a few men may have to change their occupa- 
tions, they do so in a market in which wages are firm, as 
labor yields an increasing product to its employers. In 
the absence of untoward circumstances, few efficient men 
will be long without work and very few are likely to be 
reduced to the helpless condition of a force long held in 
idleness. The pay of some of the men is forever rising 
above the actual product of labor in a certain marginal 
part of the field; for there are always inferior establish- 
ments in which employers can barely pay what labor has 
heretofore produced, and cannot pay what in the better 
equipped establishments it is now producing. Their own- 
ers soon must either close the shops or give them a better 
equipment and promote them to higher positions in the 
scale of productivity. 
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AK is the line from which the products of labor are 
measured, and BF represents, by its rise above this base, 
the differing amounts which labor produces in different 
establishments of the same kind. BJ is the level of pro- 
ductivity as attained in marginal establishments, and 
there is an active demand for labor in the better ones, 
which will soon raise its pay to the level of the line CI. 
The marginal mills, etc., will then be closed, and those in 
which the product of labor stands at the level CI will then 
be the marginal ones. When further improvements have 
carried the productivity of labor to the level DH, the 
mills, etc., where labor can create only the amount ex- 
pressed by the level of CI will have to be closed, as will 
the still better ones when the product reaches the stand- 
ard EG. 

The pay of men in the better establishments is not held 
down to the products created in the poorest ones, but is, 
in consequence of technical changes, raised continually 
above that amount. It is near to this marginal product 
of social labor only because the mills, etc., on the margin 
cannot long run at all after their laborers have ceased to 
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produce as much as other laborers get. Rising pay 
causes the social margin of employment to recede and the 
rate of pay at the shifting margin to rise. It creates, in 
fact, a series of different margins, any one of which 
shows a rate of pay below the new social level. All this 
makes easier the task of collective bargaining and re- 
moves the necessity for resorting to violence. On the 
other hand, it makes it necessary that the oragnization 
of labor be made far more general than it has yet become. 

Conclusions which are now in sight and could be fully 
proved by a more extended treatment are : 

i. In conditions which economic science calls dy- 
namic, a continual rise in the standard of wages is caused 
by the increasing productivity of labor in the better estab- 
lishments. There is a norm furnished by the productiv- 
ity which recent improvements will, after an adjustment, 
impart to general labor. 

2. Actual wages pursue a rising series of such norms, 
but remain, by an interval, below them. 

3. The interval is greatest when technical progress 
is most rapid, and smallest when the progress goes on 
most slowly. 

4. A complete closing of the interval between pay 
and standard would imply a halt in progress and the loss 
of all prospect of a further rise in wages. 

5. It is one object of organization of labor to prevent 
the interval between pay and standard from becoming 
abnormally broad because of any disabilities of labor in 
connection with the making of its wage contract. 

6. This aim is attained if the actual rise of pay 
which workers get in some establishments is quickly 
shared by the general body of workers elsewhere em- 
ployed. It is to diffuse what would otherwise be local- 
ized benefits accruing from progress and to ensure for 
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men generally what some men would, without union, 
quickly get, and others would get more tardily. 

7. This purpose is attainable by unions that are large, 
wisely directed, and entirely law-abiding. The interest 
of employers having increased facilities for production 
prompts them to secure profits by an early enlargement 
of their output, since a later enlargement would not 
afford the profits. A union which threatens to withhold 
needed labor puts pressure on the employers at once. If 
a strike actually ensues, provided that the laborers' de- 
mands are within reason, the employers' yielding point 
comes far within the limit set by the forced yielding point 
of the workmen. An anticipation of this result makes 
a merely potential strike effective. 

8. At a rate of pay that is slightly above the existing 
marginal product of labor, the progressive establishments 
can absorb the labor that is relinquished by the unprogres- 
sive ones. At a higher rate, less labor can be absorbed 
and more is relinquished. The success of a general sys- 
tem of labor unions requires such an adjustment of its 
demand for increasing wages as shall not lead to an in- 
creasing amount of unemployment. 

9. In the period of depression following a business 
crisis, it is the true policy of a general union of laborers 
to adjust its claim for wages with especial care to the 
marginal product of labor. Otherwise it may, at a criti- 
cal time, increase beyond the amount which the conditions 
of the times entail the number of men out of work. 

10. It is for the interest of a general union of labor- 
ers to conserve with the utmost care the condition of pro- 
gress itself. No amount of organization can maintain a 
rise in pay that is not based on a rise of general produc- 
tivity. A local and monopolistic union may discover 
transient reasons for reducing the product which a lab- 
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orer creates. A general system of non-monopolistic 
unions will not do this unless it is extremely unintelligent 
or carried away by a mania for conflict. If its intelli- 
gence is worthy of its size and power, it will realize the 
impossibility of drawing large general pay from a com- 
paratively sterile industry. 



